Engtex Group Berhad (Company No: 536693-X)


Quarterly Report on consolidated results 

For the Third Quarter ended 30 September 2014
(The figures have not been audited)

Condensed Consolidated Statement of Financial Position 

As at 30 September 2014



Audited



  As at
     As at 


       
  30 September 
31 December

 
Note 
  2014
              2013


      RM’000
        RM’000    

ASSETS
	Property, plant and equipment                                              
	260,097
	
	229,383

	Investment properties                                                            
	4,666
	
	4,740

	Deferred tax assets


	2,357
	
	2,466

	Total non-current assets
	267,120
	
	236,589


	Property development cost
	125,017
	
	107,309

	Inventories
	260,368
	
	230,012

	Receivables, deposits and prepayments

	368,718
	
	328,714

	Current tax assets
	1,486
	
	775

	Cash and cash equivalents

	59,320
	
	32,131

	Total current assets
	814,909
	
	698,941

	TOTAL ASSETS
	1,082,029
	
	935,530


	EQUITY AND LIABILITIES
	
	
	

	Share capital
	99,007
	
	99,005

	Reserves
	315,441
	
	260,622

	Total equity attributable to owners of the Company
	414,448
	
	359,627

	Non-controlling interests
	18,857
	
	16,900

	TOTAL EQUITY
	433,305
	
	376,527

	
	
	
	

	LIABILITIES
	
	
	

	Loans and borrowings
  B7
	111,607
	
	85,935

	Deferred tax liabilities
	7,485
	
	7,562

	Total non-current liabilities 
	119,092
	
	93,497

	
	
	
	

	Payables and accruals 
	142,509
	
	157,305

	Loans and borrowings
  B7
	378,209
	
	300,741

	Current tax liabilities
	8,914
	
	7,460

	Total current liabilities
	529,632
	
	465,506

	TOTAL LIABILITIES
	648,724
	
	559,003

	TOTAL EQUITY AND LIABILITIES
	1,082,029
	
	935,530


The Condensed Consolidated Statement of Financial Position should be read in conjunction with the audited financial statements for the financial year ended 31 December 2013 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
For the nine months ended 30 September 2014
	
	
	
	
	
	     Individual quarter
	Cumulative quarter

	
	
	
	
	
	     3 months ended
	9 months ended

	
	
	
	
	
	     30 September
	30 September

	
	
	
	
	Note
	2014
	2013
	2014
	2013

	
	
	
	
	
	 RM'000
	 RM'000
	 RM'000
	 RM'000

	
	
	
	
	
	
	
	
	

	
	
	
	Revenue
	
	301,824
	263,472
	893,394
	812,176

	
	
	
	Cost of sales
	
	(256,818)
	(227,346)
	(764,763)
	(695,785)

	
	
	
	
	
	
	
	
	

	
	
	
	Gross profit
	
	45,006
	36,126
	128,631
	116,391

	
	
	
	Other operating income
	
	902
	995
	2,187
	3,259

	
	
	
	Operating expenses
	
	(21,266)
	(18,011)
	(61,371)
	(53,076)

	
	
	
	Finance cost
	
	(4,966)
	(3,638)
	(13,248)
	(10,676)

	
	
	
	    
	
	
	
	
	

	
	
	
	Profit before tax 
	B11
	19,676
	15,472
	56,199
	55,898

	
	
	
	Tax expense
	
	(5,343)
	(4,072)
	(14,637)
	(14,117)

	
	
	
	
	
	
	
	
	

	
	
	
	Profit and total comprehensive income for the financial period
	
	14,333
	11,400
	41,562
	41,781

	
	
	
	
	
	
	
	
	

	
	
	
	Profit and total comprehensive income attributable to:
	
	
	
	
	

	
	
	
	Owners of the Company
	
	13,855
	10,404
	39,169
	38,465

	
	
	
	Non-controlling interests
	
	478
	996
	2,393
	3,316

	
	
	
	
	
	14,333
	11,400
	41,562
	      41,781

	
	
	
	
	
	
	
	
	

	
	
	
	Basic earnings per ordinary shares (sen)
	B10
	7.07
	5.58
	20.29
	20.55

	
	
	
	
	
	
	
	
	

	
	
	
	Diluted earnings per ordinary shares (sen)                   
	B10
	5.92
	5.24
	16.95
	19.33


The Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with the audited financial statements for the financial year ended 31 December 2013 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Statement of Changes In Equity 

For the nine months ended 30 September 2014
	
	
	/----------------------Attributable to owners of the Company----------------------/
	
	

	
	
	/--------------------Non-distributable-------------------/
	Distributable
	
	Non-
	

	
	Note
	Share

capital
	Share premium
	Translation reserve
	Treasury shares
	Retained earnings
	Total
	controlling interests
	Total

 equity

	
	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	
	

	At 1 January 2014
	
	99,005
	14,207
	(61)
	(9,928)
	256,404
	359,627
	16,900
	376,527

	Profit and total comprehensive income for the financial period
	
	-     
	-     
	-     
	-     
	39,169
	39,169
	2,393
	41,562

	Issuance of shares pursuant to exercise of warrants
	A6(ii)
	2
	3
	-     
	-     
	-     
	5
	-     
	5

	Own shares acquired
	A6(i)
	-     
	-     
	-     
	(19)
	-     
	(19)
	-     
	(19)

	Own shares sold
	A6(i)
	-     
	10,546
	-     
	8,548
	-     
	19,094
	-     
	19,094

	Dividends to owners of the Company
	A7
	-     
	-     
	-     
	-     
	(3,427)
	(3,427)
	-     
	(3,427)

	Dividends to non-controlling interests
	
	-     
	-     
	-     
	-     
	-     
	-     
	(437)
	(437)

	Acquisition of equity interest from 

   non-controlling interest
	
	-     
	-     
	-  
	-     
	(1)
	(1)
	1
	-      

	At 30 September 2014
	
	99,007
	24,756
	(61)
	(1,399)
	292,145
	414,448
	18,857
	433,305

	
	
	
	
	
	
	
	
	
	


Condensed Consolidated Statement of Changes In Equity 

For the nine months ended 30 September 2014

	
	
	/----------------------Attributable to owners of the Company----------------------/
	
	

	
	
	/--------------------Non-distributable-------------------/
	Distributable
	
	
	

	
	Note
	Share

capital
	Share premium
	Translation reserve
	Treasury shares
	Retained earnings
	Total
	controlling interests
	Total

 equity

	
	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	
	

	At 1 January 2013
	
	99,000
	14,199
	(26)
	(8,652)
	207,983
	312,504
	13,573
	326,077

	Profit and total comprehensive income for the financial period
	
	-     
	-     
	-     
	-     
	38,465
	38,465
	3,316
	41,781

	Own shares acquired
	
	-     
	-     
	-     
	(1,259)
	-     
	(1,259)
	-     
	(1,259)

	Dividends to owners of the Company
	
	-     
	-     
	-     
	-     
	(2,799)
	(2,799)
	-     
	(2,799)

	Dividends to non-controlling interests
	
	-     
	-     
	-     
	-     
	-     
	-     
	(102)
	(102)

	At 30 September 2013
	
	99,000
	14,199
	(26)
	(9,911)
	243,649
	346,911
	16,787
	363,698

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements for the financial year ended 31 December 2013 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Statement of Cash Flows
For the nine months ended 30 September 2014





       
     
9 months ended

30 September

Note
2014
2013

  RM’000
         RM’000
Cash flows from operating activities    


Profit before tax

56,199
55,898
 Adjustments for:



Depreciation of:

- 
investment properties
74
87

-
property, plant and equipment
11,105
11,313


Gain on disposal of:



-
an asset held for sale
-     
(46)


-
property, plant and equipment

(83)
(417)


Finance cost
13,248
10,676


Interest income
(492)
(617)


Property, plant and equipment written off
2
14




_________
_________


Operating profit before changes in working capital
80,053
76,908

Changes in:


Inventories
(30,356)
(15,793)

Receivables, deposits and prepayments
(37,905)
(44,880)

Payables and accruals
(14,796)
27,697
        
Property development cost
(16,047)
(25,502)



_________
_________


Cash (used in)/generated from operations
(19,051)
18,430

Interest paid
(979)
(958)
   Net tax paid 
(13,862)
(8,717)


_________
_________


Net cash (used in)/ from operating activities 
(33,892)
8,755



--------------
--------------

Cash flows from investing activities


Acquisition of:

·  equity interest from a non-controlling interest

  -*   
-    

·  property, plant and equipment

(38,877)
(48,553)
Deposits and partial payment for an equity investment 
B6(i)
(2,099)
-    
Increased in pledged deposits placed with a licensed bank

(4)
(3)


Interest received

492
617

Proceeds from disposal of:

· an asset held for sale

-    
110  

· property, plant and equipment

697
889



_________
_________


Net cash used in investing activities 
(39,791)
(46,940)



--------------
--------------

Condensed Consolidated Statement of Cash Flows

For the nine months ended 30 September 2014
             
9 months ended

30 September

Note
2014
2013

  RM’000
         RM’000

Cash flows from financing activities


Dividends paid to

· non-controlling interests
(437)
(102)

· owners of the Company
A7
(3,427)
(2,799)


Interest paid
(14,425)
(11,356)

Net proceeds from other borrowings 
73,639
19,605

Proceeds from:


· issuance of shares pursuant to warrants
A6(ii)
5
-    

· sale of treasury shares
A6 (i)
19,094
-    
· term loans
35,710
39,744

Repayments of:


- 
finance lease liabilities
(4,538)
(4,759)

-
term loans
(5,453)
(3,847)

Purchase of treasury shares
A6(i)
(19)
(1,259)



________
________


Net cash from financing activities 
100,149
35,227









------------
-------------

Net increase/ (decrease) in cash and cash equivalents 
26,466
(2,958)
Cash and cash equivalents at beginning of financial period
8,919
8,137



_________
_________

Cash and cash equivalents at end of financial period

35,385
5,179



========
========

*  Denotes amount less than RM500.

Notes: 

Cash and cash equivalents comprise:


9 months ended


30 September


2014
2013

  RM’000
         RM’000



Cash and bank balances
37,870
27,999


Deposits placed with licensed banks
21,450
2,872


Bank overdrafts
(23,750)
(25,411)



_________
_________




35,570
5,460

Less: Deposits pledged
(185)
(281)



_________
_________





35,385
5,179



=======
=======

The Condensed Consolidated Statement of Cash Flows should be read in conjunction with the audited financial statements for the financial year ended 31 December 2013 and the accompanying explanatory notes attached to the interim financial statements.

Notes to the interim financial report for the financial quarter ended 30 September 2014
A. Compliance with Financial Reporting Standards (“FRS”) 134, Interim Financial Reporting and Bursa Listing Requirements 

A1.
Basis of preparation 

The interim financial report is unaudited and has been prepared in compliance with FRS 134 – Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”). 
The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2013. The accounting policies and methods of computation followed by the Group in this interim financial report are consistent with those adopted in the financial statements of the Group for the financial year ended 31 December 2013 except for the following:
Adoption of new and revised FRSs, Amendments to FRSs and IC Interpretations
In the current financial period ended 30 September 2014, the Group adopted the following new and revised FRSs, Amendments to FRSs and IC Interpretations which are applicable to its financial statement effective for annual periods beginning on or after 1 January 2014: 
· Amendments to FRS 10, Consolidated Financial Statements: Investment Entities
· Amendments to FRS 12, Disclosure of Interests in Other Entities: Investment Entities
· Amendments to FRS 127, Separate Financial Statements (2011): Investment Entities
· Amendments to FRS 132, Financial Instruments: Presentation – Offsetting Financial Assets and Financial Liabilities
· Amendments to FRS 136, Impairment of Assets – Recoverable Amount Disclosures for Non-Financial Assets
· Amendments to FRS 139, Financial Instruments: Recognition and Measurement – Novation of Derivatives and Continuation of Hedge Accounting*
· IC Interpretation 21, Levies*
* These FRSs, IC Interpretations and Amendments are not applicable to the Group 
The above new and revised FRSs, IC Interpretations and Amendments are expected to have no significant impact on the financial statements of the Group upon their initial application. 
Malaysian Financial Reporting Standards (“MFRS Framework”)
The Group has subsidiaries which fall within the scope of IC Interpretation 15, Agreements for the Construction of Real Estate.  Therefore, the Group and these subsidiaries are currently exempted from adopting the Malaysian Financial Reporting Standards (“MFRS”) and is referred to as a “Transitioning Entity”. On 2 September 2014, the MASB has announced that Transitioning Entity  that have in the alternative chosen to apply FRSs shall comply with MFRSs for annual periods beginning on or after 1 January 2017 and earlier application is permitted. Accordingly, the Company will adopt the MFRS framework in its first set of MFRS financial statements for the annual period beginning on 1 January 2017 concurrent to the coming into effect MFRS 15 Revenue from Contracts with Customers.
A2.
Qualification of Audit Report

The audit reports of the Group’s preceding annual financial statements were reported without qualification.  

A3.
Seasonal or cyclical factors

The business of the Group was not affected by any significant seasonal or cyclical factors in the current financial quarter.
A4.
Unusual items affecting assets, liabilities, equity, net income or cash flows    
The business of the Group was not affected by any significant unusual items affecting assets, liabilities, equity, net income or cash flows in the current financial quarter and financial period to date.
A5.
Material changes in estimates 

There were no material changes in estimates used in reporting the current financial quarter as compared to the financial statements of the Group for the financial year ended 31 December 2013.

A6. 
Debt and Equity Securities

On 6 June 2014, the shareholders of the Company granted their approval for the Company’s plan to repurchase its own ordinary shares at the Thirteenth Annual General Meeting held on even-date. 

There were no other issuance, cancellation, repurchases, resale and repayment of debt and equity securities for the current financial quarter and financial period to date, except as follows:-

(i) Resale and repurchase of treasury shares

During the current financial quarter, the Company disposed 624,600 of its issued ordinary shares held as treasury shares for a total consideration of RM1,239,614 in the open market at an average price of RM1.98 per share.  During the financial period to date, the Company disposed 9,820,000 of its issued ordinary shares held as treasury shares for a total consideration of RM19,094,298 in the open market at an average price of RM1.94 per share.  The proceeds from the resale were utilised for working capital purposes.

During the financial period to date, the Company repurchased 10,000 of its issued share capital from the open market at an average price of RM1.88 per share including transaction cost. The total consideration paid was RM18,837. The repurchase transactions were financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965. 

The Company held 1,600,000 of its own shares at end of the current financial quarter and financial period to date.

(ii) Issuance of shares pursuant to exercise of warrants
During the financial period to date, 3,600 warrants were exercised by registered warrantholders to subscribe for 3,600 new ordinary shares of RM0.50 each at a price of RM1.25 per ordinary share.  At end of the current financial quarter and financial period to date, 98,985,600 Warrants (2007/2017) remained unexercised.
A7. 
Dividend paid

The approved single tier dividend of 1.75 sen per share totalling RM3,426,321 in respect of the financial year ended 31 December 2013  was paid on 1 July 2014 to depositors whose names appeared in the Record of Depositors on 13 June 2014.  
A8.
Operating segment information
The Group has 3 reportable segments, as described below, which are the Group’s strategic business units.  For each strategic business units, the Group Managing Director and the Board of Directors review management reports on at least a quarterly basis. The following summary described the operations in each of the Group reportable segments: 
Wholesale and distribution
Wholesale and distribution of pipes, valves, fittings, plumbing materials, steel related products, general hardware products, construction materials and bitumen materials.
Manufacturing
Manufacture and sale of steel and ductile iron pipes and fittings, valves, manhole covers, hydrants, industrial casting products, welded wire mesh, hard-drawn wire and other related products. 

Property development
Property development
The reportable segment information for the financial period ended 30 September 2014 is as follows:
	Business segments


	Wholesale & distribution

RM’000
	Manufacturing  

RM’000
	Property development

RM’000
	Total

RM’000

	External revenue
	557,697
	283,994
	51,703
	893,394

	Inter segment revenue
	70,025
	115,154
	-
	185,179

	Total reportable revenue
	627,722
	399,148
	51,703
	1,078,573

	Reportable segment profit*
	48,985
	30,535
	2,392
	81,912

	Reportable segment assets
	446,580
	388,235
	176,868
	1,011,683

	Reportable segment liabilities
	(295,892)
	(230,800)
	(96,705)
	(623,397)


Reconciliation of reportable segment profit or loss for the 9 months ended 30 September 2014
	
	RM’000

	Total profit for reportable segments

	81,912

	Other non-reportable segment loss
	(864)

	Elimination of inter-segment transactions
	(914)

	Depreciation and amortisation
	(11,179)

	Finance costs
	(13,248)

	Interest income
	492

	Consolidated profit before tax
	56,199


*-  Refer to profit before interest, tax, depreciation and amortisation.

A9. 
Subsequent Events
(i) Resale of treasury shares

The Company disposed 844,100 of its issued ordinary shares held as treasury shares for a total consideration of RM1,564,829 in the open market at an average price of RM1.85 per share. The proceeds from the resale were utilised for working capital purposes.
(ii) Issuance of shares pursuant to exercise of warrants

On 10 November 2014, 2,100 warrants were exercised by registered warrantholders to subscribe for 2,100 new ordinary shares of RM0.50 each at a price of RM1.25 per ordinary share.  
Other than the above, there were no material subsequent events since the end of the date of the last annual reporting period until 18 November 2014, being the date not earlier than 7 days from the date of this announcement that will affect the financial results of the financial period under review. 
A10.
Changes in the composition of the Group
There was no change in the composition of the Group for the current financial quarter under review.
A11.
Changes in contingent liabilities 

As at the end of the current financial quarter, the changes in contingent liabilities as represented by the outstanding banking and credit facilities of the subsidiaries since the end of the date of the last annual reporting period are as follows:
	
	 
	30 September
2014
RM’000

	Corporate guarantees issued to/ (released from):
	
	

	· financial institutions for banking facilities granted to its
   subsidiaries 
	 
	102,613

	· suppliers for credit facilities granted to its subsidiaries  
	
	(9,444)

	
	 
	93,169


B. Compliance with Bursa Malaysia Listing Requirement (Part A of Appendix 9B)

B1.
Review of performance
	
	      9 months ended

	
	     30 September

	
	2014
	2013

	
	RM’000
	RM’000

	Revenue
	893,394
	812,176

	Segment profit 
	81,048
	78,042

	Profit before tax
	56,199
	55,898


The increase in revenue as compared to preceding year corresponding period was mainly due to the increased market demand of certain metal-related trading products and manufactured steel products, and contribution from property development projects in Selayang, whilst the increase in profit before tax was mainly from increased market demand of certain metal-related trading products.

Wholesale and distribution division
The wholesale and distribution division recorded a net revenue of RM557.7 million in 2014, representing a growth of 10.0% as compared to 2013, and contributed 62.4% of the Group’s net revenue.  The division recorded an increased segment profit of RM49.0 million representing an increase of 44.4% as compared to 2013 and profit before tax of RM35.8 million representing an increase of 52.5% as compared 2013.  The division accounted for 60.4% and 63.7% of the Group’s segment profit and profit before tax respectively. The increase in revenue and profit before tax was mainly contributed by increased market demand for certain metal-related trading products.

Manufacturing division
The manufacturing division recorded a net revenue of RM284.0 million in 2014 representing a marginal growth of 7.5% as compared 2013, and contributed 31.8% of Group’s net revenue.  The division recorded a segment profit and profit before tax of RM30.5 million and RM17.6 million respectively as compared to RM42.5 million and RM29.9 million respectively in 2013.  The division accounted for 37.7% and 31.2% of the Group’s segment profit and profit before tax respectively.  The decline in profit before tax was mainly due to market price competition for certain manufactured steel products. 
Property development division
The division recorded a net revenue of RM51.7 million as compared to RM41.1 million registered in 2013 and contributed 5.8% of the Group’s net revenue. The revenue was mainly derived from the completed and ongoing property development activities in Selayang.  Consequently, the division reported a higher profit before tax of RM3.8 million in 2014 as compared to RM3.2 million recorded in 2013. 
B2.
Comparison with preceding financial quarter’s results 






	
	                Quarter 3 months ended

	
	30/9/14
RM’000
	30/6/14
RM’000

	Revenue
	301,824
	331,277

	Profit before tax 
	19,676
	21,501


The decrease in revenue and profit before taxation as compared to preceding quarter ended 30 September 2014 was mainly due to the decreased market demand for certain steel manufactured products and higher operating cost from its two property development projects in Selayang.  
B3.
Prospects for the year
The Malaysian economy registered a growth of 5.6% in the third quarter of 2014 (2Q 2014: 6.5%), supported by private sector demand and continued positive growth in net exports of goods and services. On a quarter-on-quarter seasonally adjusted basis, the economy grew by 0.9 % (2Q 2014: 1.9%).  Private sector activity remained the key driver of growth during the quarter.  Private consumption registered a growth of 6.7% in the third quarter (2Q 2014: 6.5%), supported by stable labour market conditions and continued wage growth. Private investment expanded at a slower pace of 6.8% (2Q 2014: 12.1%), attributed to a decline in spending on machinery and equipment, particularly in the transportation segment. Public consumption turned positive to 5.3% (2Q 2014: -0.5%), reflecting higher Government spending on supplies and services. Public investment, however, declined further by 8.9% (2Q 2014: -3.3%), attributed mainly to the near completion of a few projects by public enterprises and the continued contraction in the Federal Government development expenditure. On the supply side, positive growth was experienced across all economic sectors in the third quarter. The services sector recorded sustained growth, supported mainly by the consumption- and production-related services subsectors.  Similarly, growth in the construction sector also remained sustained, driven by the residential and non-residential sub-sectors. After an exceptionally strong performance in the second quarter, the manufacturing sector expanded at a more moderate pace amid slower domestic-oriented activity. While risks to growth have increased, the Malaysian economy is expected to remain on a steady growth path. Although exports will benefit from the recovery in the advanced economies and from regional demand, the trend is likely to moderate reflecting both the high base effect from 2013 and lower commodity prices. While private consumption may moderate, investment activity will be supported by continued flow of ongoing and new projects by the private and public sectors. Going forward, domestic demand will remain the key driver of growth. (Source: Bank Negara Malaysia: Economic and Financial Developments in Malaysia in 3Q 2014)
The performance of the Group will continue to be affected by factors such as the volatility in the international and domestic metal prices, and the timely implementation of projects in the construction, utilities and infrastructure and property development sectors.  The Group will continue to focus on expanding its existing product range for its wholesale and distribution division locally and abroad, and will improve and optimise its operating capacity in its manufacturing division.  The property division expects to contribute significantly from the completed and ongoing residential and commercial development projects in Selayang, and the launching of a new property development project in Kepong. 

The Directors remain cautiously optimistic on the performance of the Group in the current year which is dependent on the domestic demand and global economic environment.
B4.
Profit Forecast and/or Profit Guarantee

Not applicable as no profit forecast was published. 
B5.
Tax expense
	
	Individual 

quarter

3 months ended 

30/9/14
RM’000
	Cumulative quarter

9 months
ended

30/9/14
RM’000

	Tax expense
	
	

	· current financial period
	5,088
	14,501

	· under provision in prior financial year
	275
	105

	Deferred tax expense
	
	

	· origination and reversal of temporary differences
	(20)
	31

	
	5,343
	14,637

	Reconciliation of effective tax expense
	
	

	Income tax using Malaysian tax rate 
	4,919
	14,050

	Non-deductible expenses  
	244
	1,177

	Tax benefits
	(95)
	(695)

	Under provision in prior financial year
	275 
	105

	Tax expense 
	5,343
	14,637


B6.
Status of Corporate Proposals Announced

There were no corporate proposals announced but not completed for the financial quarter under review, except as follows:

(i) Proposed Acquisition

On 5 February 2014, the Company announced the proposed acquisition of 2 ordinary shares of RM1.00 each representing 67% of the issued and paid-up share capital of Corporate Benchmark Sdn. Bhd. (“CBSB”) for a total cash consideration of RM4,666,667, of which RM1,167,807 was for repayment of shareholders’ advances to CBSB.  The intended principal activity of CBSB is that of property development.  The consideration is payable by an initial deposit of RM466,667 and then followed by 3 equal quarterly instalments of RM1,400,000 each commencing on 4 May 2014.  On 4 November 2014, the last instalment of RM1,400,000 was paid to the vendor solicitors as stakeholder pending the perfection of share ownership transfer.    
(ii) Proposed Bonus Issue, Increase in Authorised Share Capital and Amendment to the Memorandum of Association 
On 26 September 2014, the Company announced the following proposals:-

(a) a bonus issue up to 148,500,000 new ordinary shares of RM0.50 in the Company (“Engtex Shares”)(“Bonus Shares”) on the basis of 1 Bonus Share for every 2 existing shares held by the entitled shareholders (“Proposed Bonus Issue”); 
(b) an increase in the authorised share capital of the Company from RM200,000,000 comprising 400,000,000 shares of RM0.50 each to RM500,000,000 comprising 1,000,000,000 shares of RM0.50 each; and
(c) an amendment to the Memorandum of Association of the Company.

(“Collectively referred to as the “Proposals”)
On 28 October 2014, the Company announced that Bursa Securities had, vide its letter dated 23 October 2014, approved the Proposals, subject to the conditions as set out in the said announcement, on the following:

	(a) listing of up to 148,500,000 new Engtex Shares to be issued pursuant to the Proposed Bonus Issue;
(b) listing of up to 49,492,800 additional Warrants 2007/2017 arising from the adjustments in accordance to the Deed Poll dated 7 September 2007 as a result of the Proposed Bonus Issue ("Additional Warrants 2007/2017"); and
(c) listing of up to 49,492,800 new Engtex Shares to be issued pursuant to the exercise of the Additional Warrants 2007/2017.
On 28 October 2014, the Company announced the Notice of Extraordinary General Meeting (“EGM”) to be held on 25 November 2014 to seek approval of our shareholders for the Proposals and the Circular to Shareholders together with the Notice of EGM was circulated on even-date.   


B7.
Group Borrowings and Debt Securities 
The Group’s borrowings as at 30 September 2014 were as follows:
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Long term
	
	
	

	Denominated in Ringgit Malaysia
	
	
	

	Term loans
	108,823
	· 
	108,823

	Finance lease liabilities
	2,784
	· 
	2,784

	
	111,607
	· 
	111,607

	
	
	
	

	Short term 
	
	
	

	Denominated in Ringgit Malaysia
	
	
	

	Bank overdrafts
	5,056
	18,694
	23,750

	Revolving credit
	· 
	12,000
	12,000

	Bills payables 
	18,003
	306,161
	324,164

	Bridging loans
	3,386
	· 
	3,386

	Term loans
	9,900
	· 
	9,900

	Finance lease liabilities
	5,009
	· 
	5,009

	
	41,354
	336,855
	378,209


B8.
Changes in Material Litigation


There was no impending material litigation as at 18 November 2014, being the date not earlier than 7 days from the date of this announcement.
B9.
Dividend declared
The Board does not recommend any interim dividend for the financial quarter ended 30 September 2014.
B10.
Basic and diluted earnings per ordinary share

Basic earnings per ordinary share

The calculation of basic earnings per ordinary share for the current financial quarter and financial period ended 30 September 2014 are based the profit attributable to owners of the Company and the weighted average number of ordinary shares in issue as follows:
	
	Individual quarter
	Cumulative quarter

	
	     3 months ended
	9 months ended

	
	     30 September
	30 September

	
	2014
	2013
	2014
	2013

	
	'000
	 '000
	 '000
	 '000

	Profit attributable to owners of the Company (RM)
	13,855
	10,404
	39,169
	38,465

	
	
	
	
	

	Number of ordinary shares issued 
   as at 1 January
	198,011
	198,000
	198,011
	198,000

	Effects of shares repurchased   
	(2,144)
	(11,400)
	(4,986)
	(10,833)

	Effects of exercise of warrants
	4
	· 
	2
	· 

	Weighted average number of ordinary shares (basic) as at 30 September
	195,871
	186,600
	193,027
	187,167

	
	
	
	
	

	Basic earnings per ordinary share (sen)
	7.07
	5.58
	20.29
	20.55


Diluted earnings per ordinary share
The calculation of diluted earnings per ordinary share for the current financial quarter and financial period ended 30 September 2014 are based on the profit attributable to owners of the Company and a weighted average number of ordinary shares outstanding after adjustment for the effects of all dilutive potential ordinary shares, calculated as follows:
	
	Individual quarter
	Cumulative quarter

	
	     3 months ended
	9 months ended

	
	     30 September
	30 September

	
	2014
	2013
	2014
	2013

	
	'000
	 '000
	 '000
	 '000

	Profit attributable to owners of the Company (RM)
	13,855
	10,404
	39,169
	38,465

	
	
	
	
	

	Weighted average number of ordinary shares (basic) as at 30 September
	195,871
	186,600
	193,027
	187,167

	Effect of exercise of Warrants
	38,034
	11,852
	38,035
	11,852

	Weighted average number of ordinary shares (diluted) as at 30 September
	233,905
	198,452
	231,062
	199,019

	
	
	
	
	

	Diluted earnings per ordinary share (sen)
	5.92
	5.24
	16.95
	19.33


B11.
Profit before tax
	
	Individual 

quarter

3 months 
ended 

30/9/14
	Cumulative 

quarter

9 months
ended

30/9/14

	
	 RM’000
	 RM’000

	Profit before tax is arrived at after charging:
	
	

	Allowance for impairment losses on trade receivables
	330
	554

	Depreciation of:
	
	

	· investment property
	25
	74

	· property, plant and equipment
	3,825
	11,105

	Finance cost
	4,966
	13,248

	Inventories written down
	7
	3,007

	Property, plant and equipment written off
	-        
	2

	
	
	

	and after crediting:
	
	

	Allowance for impairment losses written back on trade receivables
	123
	301

	Bad debts recovered
	-        
	26

	Gain on disposal of property, plant and equipment, net
	(113)
	83

	Interest income
	191
	492

	Realised gains on foreign exchange, net
	47
	277

	Rental income:
	
	

	· land and building
	91
	261

	· vehicles
	36
	108

	
	=======
	=======


B12.
Capital commitment
	
	
	30 September
2014
RM’000



Property, plant and equipment


  Authorised but not contracted for

8,705


  Contracted but not provided for

55,100
  

Investment


 
Contracted but not provided for

1,400




________





65,205

 
 
    
========
B13. 
Related party transactions

Significant related party transactions with companies in which certain Directors have interests for the financial period ended 30 September 2014 were as follows:


    
   
              
 RM’000

Sales



  
   (1,899)

Purchases

   

2,307



Rental expense payable


1,581

Consultancy fee payable


276

Interest payable on advances given


50





   =======

These transactions have been entered into in the normal course of business and have been established under negotiated terms.
B14. 
Provision of financial assistance

The amount of financial assistance provided by the Company and its subsidiaries as presented by the outstanding banking and credit facilities pursuant to paragraph 8.23(1) of the Listing Requirements is as follows: 
	
	30 September
2014
RM’000
	31 December 2013
RM’000

	Corporate guarantees issued to :
	
	

	- financial institutions for banking facilities granted to its non wholly-owned subsidiaries 
	88,968
	70,778

	- suppliers for credit facilities granted to its non wholly-owned subsidiaries 
	76
	98

	
	89,044
	70,876


The above financial assistance does not have a material financial impact on the Group.

B15.
Retained Earnings


The retained earnings as at 30 September 2014 and 31 December 2013 are analysed as follows:

	
	30 September
2014
RM’000
	31 December
2013
RM’000

	Realised
	340,916
	304,208

	Unrealised
	(4,404)
	(5,028)

	
	336,512
	299,180

	Consolidation adjustment
	(44,367)
	(42,776)

	Total group retained earnings as per consolidated accounts
	292,145
	256,404


PAGE  
4

